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A 


Accounting methods 

Changes in functional currency 17 

Dual consolidated losses 161 

Earnings and profits of CFCs 150 

Foreign currency transactions, net inclusion 
election 411 

LIFO conformity requirement in certain cross- 
border situations involving consolidated re- 
turns (Rev. Rul.) 262 

Notional principal contracts, tax accounting 
209 


Acquisitions and mergers 
See 
—Mergers and acquisitions 


Advance ruling requests 

Transfer pricing rules 

—IRS discussion draft on advance determina- 
tion rulings 393 


—Potential costs and benefits of IRS proposal 
480 


Affiliated groups 

Anti-deconsolidation rule 26 

Dual consolidated loss rule 162 

Interest deduction, disallowance rules 283 
OBRA 1989 earnings-stripping provision 21 


Aggregation rules 
Marginal costing, FSCs 530 


Agriculture l 
Inventory of farmers leaving Canada for U.S. 
544 


Aliens 

See 

—Immigrant aliens 
—Non-immigrant aliens 
—Nonresident aliens 


Allocation of deductions 
U.S. persons to foreign-source gross income 
307, 385, 390 


Copyright © 1991 by Tax M 





Allocations 
Research and experimental expenditures, 
OBRA 1989 amendments 27 


American Bar Association 

Canada/U.S. cross-border investors, double 
taxation at death, ABA supports treaty solu- 
tion 439 

Foreign Tax Equity Act of 1990, ABA com- 
ments 503 


Arbitration 
Transfer pricing, European Community draft 
Convention 525 


Argentina 
FIRPTA exemption under agreement with U.S. 
(Rev. Rul.) 532 


Assessment of tax 
Canada, jeopardy assessments 544 


Audits 
Treaty overriding, effects 301 


B 


Barbados 
Low-tax §897(i) election for treaty parent es- 
tablished in 59 


Basis 

Adjustments, dual resident corporations 162 

Intangible property transfers 353 

Property distributed by qualified domestic trust 
115 

Saudi Arabian GOSI termination payments, 
absence of basis in 169 

Stock of CFC, effect of previously taxed income 
on 102 


Bearer obligations 
Offshore offerings of debt obligations 342 


Branch profits tax 

Coordination of rules with interest deduction 
disallowance rules 283 

Qualified resident, favorable discretionary rul- 
ing given to Canadian corporation (PLR) 31 

Real estate gain, foreign corporations 293 
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Business organizations 
Taxation, simplification proposals 391 
Territorial v. worldwide taxation 392 


Cc 


Canada 

Advertising, deductibility, restrictions address- 
ing cross-border arrangements 485 

Branch operations of U.S. companies, non-rec- 
ognition and incorporation 399 

Canadian limited partner liable for tax on dis- 
tributive share of U.S. partnership income 
(US TCM) 221 

Capital gains tax 163 

Cross-border investors, double taxation at 
death, ABA supports treaty solution 439 

Dividend stripping rules, proposed amendments 
to Income Tax Act 487 

Earnings stripping rule of H.R. 3299 ... 33 

—Basic operation 34 

—Guaranteed losses 37 

—Non-discrimination treaty provision, effects 
of 35 

—Planning considerations 36 

Federal budget 163, 167 

Gain from disposition of capital property 486 

Goods and services tax (GST) 489 

—Collection from nonresident suppliers 491 

—Commercial activity 492 

—Registration of nonresidents 492 

—Residents v. nonresidents 490 

—‘“Supply” in Canada 490 

Income Tax Act Conventions Interpretation 
Act, proposed amendments 544 

Intercompany rulings, IRS proposal 355 

Investment in U.S., effects of income tax 
amendment proposals 540 

IRAs, cross-border plans 398 

Land inventory sales 399 

Loan prepayment penalties, deductibility of 
fees 397 

Management fees paid to non-residents, exemp- 
tion 133 

Non-resident real estate traders, taxation 163 

—Capital gains tax 163 

—Profits 164 

—Resource property 166 

—Single trades 164 

—Transactions outside of Canada 165 
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Canada—Contd. 

Receipt of partnership interest in roturn for ser- 
vices 435 

Rents earned by nonresidents 488 

Revenue Reconciliation Act of 1990, effect on 
Canadians 535 

Social Security totalization agreement, five- 
year test 382 

Tax proposals, cross-border effects 397, 485, 
540 

Tax treaty, U.S. 

—Disclosure requirements for U.S. persons 128 

—lIncome and estate tax treaty negotiations an- 
nounced 89 

—Non-discrimination provision, effect on earn- 
ings stripping rule 35 

Trust distributions to nonresident beneficiaries, 
taxation of 487 

U.S. person payments to Canadian related per- 
son, application of matching rules 175 


Capital gains and losses 

Asset transfers, European Community 523 

Foreign investors in U.S. real estate 287 

Personal holding company income 324 

Replacement property, Canada 398 

Sale of stock in U.S. corporation by foreign 
shareholders, 1990 legislative proposals 238, 
289 


Caribbean Basin Initiative 
Qualified investments, requirements for (TD) 
119 


Certifications 
Bearer debt obligations, issuance overseas 342, 
347 


Citizens employed abroad 
See 
—Employment abroad 


Commercial paper 
Certification requirements, T.D. 8300 ... 347 


Commodity futures transactions 
Personal holding company income 324, 333 


Consolidated returns 

Anti-deconsolidation rule for affiliated groups 
with overall foreign losses 26 

LIFO conformity requirement in certain cross- 
border situations (Rev. Rul.) 262 


Constructive income 
Withholding duty, §1441 ... 309 


Controlled corporations 
Outbound §355 distributions 146 


Controlled foreign corporations 

Accounting methods, election of 150 

—“10-50” U.S. shareholders 154 

—Determination if current action is required 
153 

—Effects of 151, 152 

—Failure to make timely election 151 

—Implementation 155 

—Minority shareholders 154 

—Pre-1987 years, effect on 152 

—“Significant events” 150 

Conformity of year-end rule for CFCs and 
FPHCs 25 

Earnings and profits 

—Accounting methods, election of 150 

—Categories 100 

—Computation of 149 

—Pre-1987 years, effects of elections 152 





Increase in earnings invested in U.S. property 
99 

Previously taxed income (PTI) distributions 

—Acquisition of accounts 102 

—Basis in stock of CFC, effect on 102 

—Creation of PTI 99, 100 

—Distribution of property with FMV not equal 
to adjusted basis 110 

—Foreign currency exchange gain or loss 105 

-—Foreign tax credit limitation 102 

—Return of capital dividends 110 

—Tiers, distributions through 103 

Subpart F simplification proposals 385 

Taxable year changes 430 


Cooperatives 
Earnings-stripping provision of OBRA 200 


Corporate tax 

European Community initiatives 216, 515 
—Income tax 218 

—Tax harmonization 217 

—US. corporations 219 

—Value-added tax 217 

Underpayment rate 538 


Corporations 

Branch operations of U.S. firms in Canada 399 

Foreign-source income, U.S. persons taxed by 
foreign country 307 

Non-controlled §902 corporations 

—Dividend limitatiors 385, 459 

—High withholding tax interest 460 


Credits against taxes 

Foreign tax credit, see Foreign tax credit 

Imputed credits, European Community coun- 
tries 519 


Currency 

See 

—Foreign currency transactions 
—Functional currency 


D 


Debt v. equity 

Deduction for interest paid to related person 
280 

Hybrid instruments 286 


Debt obligations 
Offshore offerings of bearer obligations 342 


Deductions 

See also 

—Dividends paid deduction 

Advertising, Canadian restrictions addressing 
cross-border arrangements 485 

Allocations of U.S. persons to foreign-source 
gross income 307, 385, 390 

Disqualified interest, 1989 RRA 280 

Interest, payments to related foreign persons 
(Notice) 123 

Loan prepayment costs, Canada 397 


Deficiencies 
Foreign related deficiencies, time for assess- 
ments 504, 505 


“Detached workers” 
Social Security totalization agreements 373 


Disclosure 

Treaty return positions, §6114 ... 85, 203 
—Canadian position 128 

—Disclosure specifically required 204 
—Disclosure waived 205 

—Effective dates 207 





—Extension of time to file granted by IRS 177 

—Final regulations issued, compared to tempo- 
rary rules 312 

—lInformation required to be disclosed 88, 206 

—Penalties 88, 207 

—“Return position” 204 

—Situations covered 86, 87 

—“Treaty” defined 203 

—Withholding items 131 


Distributions, corporate 

FSC distributions to shareholders, foreign tax 
credit limitation 462 

Outbound §355 distributions 146 


Dividends 

Canada, stock dividends from foreign corpora- 
tions 544 

Distributions in liquidation or redemption of 
stock 509 

Domestic international sales corporations, for- 
eign tax credit limitations 462 

European Community, taxation of intra-EC div- 
idend income 517 

FPHC deemed dividends 415 

FPHC income determinations 325 

Gain on sale or exchange of certain stock, 
§1248, recharacterization as 99 

Non-controlled §902 corporations 385, 459 

—Foreign tax credit limitation, reasons for 460 

Taxation, simplification proposals 391 


Dividends paid deduction 
Taxable year, designation of 431 


Domestic international sales corporations 
Dividends, foreign tax credit limitation for 462 
Marginal costing regulations 530 


Double taxation 

See also 

—Transfer pricing 

Cross-border investors, Canada/U.S. 439 

Real estate gains, foreign corporate holding 
structures 288 


E 


Earnings and profits 

Controlled foreign corporations 

—Accounting for distributions of previously tax 
income 99 

—Election of accounting method 150 

Foreign corporations’ accounting, simplification 
proposal 385 

Section 1248 recharacterization of gain 6, 7 


“Earnings-stripping” 

See also 

—Omnibus Budget Reconciliation Act of 1989 
Anti-earnings stripping, 1989 RRA 279 
Canada, dividend stripping rules 487 


Elections 

Disposition of investment in U.S. real property, 
election by foreign corporation to be treated 
as domestic corporation 528 

Dollar, use as functional currency 13, 14 

Earnings and profits of CFCs, accounting meth- 
od election 150 

Foreign currency transactions, net inclusion 
election 411 

FPHC dividend election 431 

Passive foreign investment companies, qualified 
election fund status 100 

Section 911 elections, effects of untimeliness 30 

Taxable year, one-month-earlier year, CFCs 
and FPHCs 430 
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Employment abroad 

FICA tax 

—Immigrant aliens, coverage of 375 

—Liability for tax 371 

—Scope on US. citizens 375 

—Transfer from U.S. to foreign entity not cov- 
ered by FICA 379 

Foreign affiliate, employment by 378 

SECA tax 

—Liability 371 

Social Security totalization agreements 371 

Split payrolls 379 

Transfers between entities with no common 
ownership 381 

Untimely §911 elections, effects of 30 


Estate tax 

Anti-estate freeze, repeal under Revenue Rec- 
onciliation Act of 1990 ... 537 

Canada/U.S., double taxation, ABA supports 
treaty solution 439 

Foreign direct investment in U.S. real estate 
290 

USS. assets held by foreign holding companies 
263 


Estates 
Cross-border estates, Canada/U.S. 440 


European Community 

Corporate income taxes, initiatives on 515 

Directive on Parent Companies and Subsid- 
iaries 516 

—Anti-avoidance rules 519 

—Dividends received, taxation of 517 

—Imputed credits 519 

—USS. perspective 520 

—Withholding taxes, abolition of 516 

Directives, significance of 515 

European Economic Interest Groupings 434 

Mergers Directive 522 

—Capital gains on transferred assets 523 

—Carryover of tax losses 523 

—Delayed application 524 

—Gains on disposal! of shares 523 

—Permanent establishments, transfer of 524 

—Provisions and reserves 523 

—Tax avoidance 524 

—US. perspective 524 

Transfer pricing arbitration, draft convention 
525 


Export financing 
Interest 326 


Farmers 
See 
—Agriculture 


Federal Insurance Contributions Act (FICA) 

Exemption letter, IRS issuance of 381 

Minimizing tax 383 

—Aliens transferred to U.S. 384 

—Citizens and immigrants transferred abroad 
383 

Social Security totalization agreements 371 

Transfer from U.S. to foreign entity not covered 
by FICA 379 

U.S. citizens and immigrant aliens working 
abroad 375 


Filing 

See 

—Reporting requirements 
—Returns 





Financial institutions 

Financial services entities 457 

High withholding tax interest limitation on for- 
eign tax credit 452 


Financial services income 455 
Active financing income 456 
Financial services entities 457 


Fixed or determinable annual or periodical in- 
come 


Reporting requirements 312 


Foreign corporation transfers, §367 
Liquidating distributions by U.S. corporations 
to foreign parent, proposed regulations 143 
Section 355 stock distributions to foreign share- 

holders, proposed regulations 143 


Foreign corporations 

Agents to accept summonses, appointment of 
233 

Classification of foreign entity as 432 

Effect of §163(j) on 197 

Functional currency 13 

Reporting requirements 232 


Foreign currency transactions 

Accounting methods, net inclusion election 411 

Foreign personal holding company income, in- 
clusion of exchange gains 408 

Functional and non-functional currency trans- 
actions 408 

Gain or loss on controlled foreign corporation 
PTI distributions 105 

—Disposition of CFC 109 

—Multiple categories of income 107 

—Post-1986 distributions 105 

—Pre-1987 distributions 106 

—Tiers, distributions through 108 

Personal holding company income 324, 337 

Qualified hedging transactions 410 

Section 988 transactions 408 


Foreign direct investment in the U.S. 

See also 

—Foreign Investment in Real Property Tax 
Act of 1980 (FIRPTA) 

Barbados, treaty parent established in 59 

Canada/U.S. cross-border investors, double 
taxation at death, ABA supports treaty solu- 
tion 439 

Corporate ownership 56 

Direct ownership 48 

Environment for foreign investment 72 

Estate tax rules 290 

Financing options to reduce U.S. taxable in- 
come 61 

Foreign-based documents, IRS access to 73 

—Document requests 74 

—Exchanges of information 75 

—Secrecy laws 74 

—White Paper on Intercompany Pricing 75 

Non-treaty country investors 58 

Partnerships 48 

Planning considerations 67 

Reorganization of existing U.S. real estate 
structures 63 

Reporting requirements, §6038A 

—Confidential information 81 

—Corporations subject to 77 

—Effective date 81 

—Judicial review 80 

—Maintenance of records in U.S. 77 

—Penalties 79 

—Prior law 76 

—Problems of U.S. subsidiary with foreign par- 
ent 83 





—Revenue Reconciliation Act of 1989 amend- 
ments 77 

—Summons, agent to accept 78 

—Treaties 81 

—White Paper on Intercompany Pricing com- 
pared 82 

Revenue Reconciliation Act of 1989, effects 
279 

Split-interest ownership 51 

Stock dispositions, taxation of 506 

Tax haven countries 60 

Treaty-country investors 57 

Trusts 55 


Foreign entities 
Characterization of 432 
European Economic Interest Groupings 434 


Foreign holding companies 
USS. assets held by, taxation of 263 


Foreign Investment in Real Property Tax Act of 
1980 (FIRPTA) 

Real estate gains, taxation of 292 

Section 332 exception, loophole in temporary 
regulations closed (Rev. Rul.) 527 

Shipping income exemption (Rev. Rul.) 532 


Foreign personal holding companies 

Change in taxable year 430 

Conformity of year-end rule for CFCs and 
FPHCs 25 

Dividend election, designation of taxable year 
431 

Passive income limitation to foreign tax credit 
323 


Foreign personal holding company income 324, 
415 

Foreign currency gains 408 

High-taxed income, §954(b)(4) exclusion 424 

Interest equivalents 412 

Qualified business transactions 409 

Sourcing rules 412 


Foreign sales corporations 

Distributions to shareholders, foreign tax credit 
limitation 462 

Foreign tax credit limitations 462 

Marginal costing, aggregation strategies for 
530 

Sourcing rules 125 


Foreign source income 
Foreign tax credit computations 390 
U.S. persons taxed by foreign country 307 


Foreign tax credit 

Canada, proposed tax amendments 543 

Computation 

—Foreign-source gross income 390 

—Foreign-source taxable income 390 

—Separate limitations 389 

Computation, simplification proposals 

—Foreign-source gross income 386 

—Foreign-source taxable income 386 

—Separate limitations 386 

Creditability of foreign taxes 

—Saudi Arabian GOSI system, employee con- 
tributions 169 

High-tax kick-out, 90-day rules 306 

Limitations 407, 45i 

—Dividends from noncontrolled §902 corpora- 
tions 459 

—Domestic international sales corporations, 
dividends from 462 

—Financial services income 455 

—Foreign sales corporations 462 

—FPHC deemed dividend 415 
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Foreign tax—Contd. 

Limitations—Contd. 

—FSC shareholder limitation 462 

—High withholding tax interest 452 

—Passive foreign investment companies 416 

—Passive income 323 

—Passive income exceptions 416 

—PTI distributions by CFC 102 

—Residual limitation 464 

—Section 904 ... 323 

—Shipping income 458 

No-recomputation rule exceptions, suspension 
of 305 

Parallel theory for allocating deductions to de- 
termine foreign-source taxable income of 
U.S. person taxed by foreign country 307 


Foreign Tax Equity Act of 1990 

ABA comments 503 

Agent for acceptance of summonses 237 

Branch tax 240 

Canadian corporations doing business in U.S., 
effects on 228 

Capital gains and losses 238 

Collection of tax 240 

Dividends, gain treated as 241 

Effective dates 237 

“Fairness” of taxation of foreign investors 232 

Foreign investment in U.S. real estate 279 

Information reporting, ABA comments 504 

Introduced 231 

Liquidating distributions, treatment as divi- 
dends 268 

—ABA comments 509 

Non-compliance rule 237 

Non-recognition provisions 240 

—ABA comments 514 

Overview 234 

Penalties 237 

Profit-split presumption rule, Rostenkowski (D- 
Ill) comments 235 

“Qualified resident” of Canada 270 

Recordkeeping requirements 236, 238 

Redemption of stock, treatment of distributions 
509 

Statute of limitations, extension of 235 

Stock dispositions by foreign direct investors, 
US. income tax on gain 289 

Stock sales 268 

Title I, description of provisions 504 

Title Il, ABA comments 504 

Treaties, ABA comments 507 

Treaty-coordination rule 241, 507 

Withholding taxes, ABA comments 513 


France 


Social Security totalization agreement, medical 
insurance rule 382 


Functional currency 

Accounting method changes 17 

Changes in 17 

Dollar approximate separate transactions meth- 
od 15 

Dollar functional currency 11 

Election to use dollar as 13, 14 

Foreign corporations 13 

Gain or loss determination 16 

Hyperinflationary currency 14, 411 

Nondollar functional currency 12 

QBUs v. non-QBUs 408 

Transition rules 18 

Translation 13, 15 

Weighted average exchange rate 18 


G 


Germany 
Legislative override of tax treaties 296 





Nonresident taxpayers, withholding require- 
ments 301 
Social Security totalization agreement 374 


H 


Hedging transactions 


Foreign currency gain or loss, PFHC income 
410 
Personal holding company income 336 


Holding companies 

See also 

—Foreign personal holding companies 

European Community holding company, advan- 
tages for U.S. multinationals 521 


Hybrid instruments 
Foreign investors in U.S. real estate 286 


I 


Immigrant aliens 
Social Security totalization agreements 376 


Income 

See 

—Financial services income 

—Foreign personal holding company income 
—Passive income 

—Shipping income 

—Taxable income 


Income tax 

Corporate shareholders of income earned by 
foreign corporations, simplification proposal 
385, 386 

Corporate taxes, European Community initia- 
tives 515 

Individual shareholders of income earned by 
corporations, simplification proposal 385, 388 

Real estate gains, U.S. taxation of foreigners 
292 


Income tax treaties 
See 
—Treaties 


Individual retirement arrangements 
Canada, cross-border plans 398 


Information returns 

See 

—Reporting requirements 
—Returns 


Intangible property 
Inbound transfers 350 


Intercompany pricing 
See 
—Transfer pricing 


Interest 

Apportionment rules, notional principal con- 
tracts 211 

Debt v. equity 280 

Deductibility of payments to related foreign 
persons (Notice) 123 

Disallowance rules, §163(j) 280 

Export financing interest 326 

Foreign withholding taxes on interest payments 
from foreign borrowers 452 

FPHC income 325 

—Interest equivalents 412 

High withholding tax interest, OBRA 1989 
transition rule 27 

Related party interest payments, OBRA 1989 
earnings-stripping provision 19, 187 





Taxation, simplification proposals 392 


International law 
Treaty overriding 300 


Investment 

See also 

—Foreign direct investment in the U.S. 

Canadians investing in U.S. through USS. cor- 
porations, foreign affiliate rules 540 


IRAs 
See 
—Individual retirement arrangements 


Italy 
Social Security totalization agreement 374 


L 


Legislation 

Canada, Bill C-62 489 

H.R. 3299, see Omnibus Budget Reconciliation 
Act of 1989 

H.R. 4308, see FOREIGN TAX EQUITY 
ACT OF 1990 

S. 2410, see FOREIGN TAX EQUITY ACT 
OF 1990 


Licenses 
Transfers of intangibles, sale distinguished 350 


Like-kind exchanges 
Foreign investors in U.S. real estate 287 
OBRA 1989 amendments 25 


Liquidations, corporate 
See also 
—Subsidiary corporation liquidations 


Foreign Tax Equity Act of 1990, ABA com- 
ments 509 


Loans 

High withholding tax interest limitation on for- 
eign tax credit 

—1989 RRA amendments 455 

—Post-1989 qualified loans 454 

—Pre-1990 qualified loans 453 

—Qualified loans, grandfather rule for 453 

Prepayment penalties, Canada 397 


“Local hires” 
See “Detached workers” 


Losses 

Dual consolidated losses 156 

—Accounting 161 

—Corporations subject to rule 157 

—Dual resident corporations 157, 161 
—Exceptions for corporations 158 
—Exceptions for separate units 160 
—Losses subject to rule 158 

European Community Mergers Directive 523 


M 


Marginal costing 
Foreign sales corporations 530 


Marital deduction (Estate tax) 
Non-citizen surviving spouse 113 


Mergers and acquisitions 
European Community directive 522 


Multinational corporations 
European Community holding company, advan- 
tages of 521 
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Multinational corporations—Contd. 
Transfer pricing rules, advance determination 
rulings 393 


N 


Non-immigrant aliens 
Social Security totalization agreements 375 


Non-income property 
See 


—Foreign personal holding company income 


Non-recognition transactions 

Foreign Tax Equity Act of 1990 240 

—ABA comments 514 

Receipt of partnership interest in return for ser- 
vices, §721, impact on Canadians 435 


Nonresident aliens 

Estate taxation 111 

Qualified domestic trusts 112 

Returns, filing requirement for persons taking 
treaty-based positions 121 

Timely filing of returns, proposed regulations 
117 

U.S. assets held by foreign holding companies, 
taxation of 263 

—Fillman v. U.S. (US ClsCt) 266 

—Swan Estate v. Comr. (US TC) 264 


Norway 
Social Security totalization agreement 382 


Notional principal contracts 
Interest apportionment rules 211 
Section 951 inclusions 215 
Source of income rules 214 

Tax accounting 209 


oO 


OBRA 
See 


—Omnibus Budget Reconciliation Act of 1989 


Offshore transactions 


Bearer debt obligations, issuance requirements 
342 


Oil and gas 
Foreign oil and gas extraction income 416 


Omnibus Budget Reconciliation Act of 1989 

Anti-deconsolidation rule 26 

“Earnings-stripping” provision 

—ABA comments on regulations to be pro- 
posed under §163(j) 187 

—Adjusted taxable income 21 

—Adjusted taxable income computation 188 

—Affiliated groups 21 

—Back-to-back loans 195 

—Canadian investors, effects on 33 

—Comments on 22 

—Cooperatives 200 

—Debt-equity ratio 190 

—Deferral of deduction for interest payments 
to related parties 19, 193 

—Disqualified interest, definition 190 

—Effective date 202 

—Excess limitation carryforward 20, 192 

—Foreign corporations 197 

—Guarantees 195 

—Net interest expense computation 189 

—Overview 187 

—Partnerships 21, 199 

—Real estate investment trusts 200 

—Real estate mortgage investment conduits 
201 





—Regulated investment companies 200 

—“Related party” defined 21 

—S corporations 200 

—Time value of money 193 

—Treaty non-discrimination requirements 197 

—Trusts 200 

Estate and gift tax marital deductions, nonresi- 
dent aliens 113 

High withholding tax interest transition rule 27 

Information reporting requirements 23 

Like-kind exchanges 25 

Research and experimental expenditures, allo- 
cation 27 

Taxable year, conformity of year-end rule for 
CFCs and FPHCs 25, 430 


Omnibus Budget Reconciliation Act of 1990 
See 


—Foreign Tax Equity Act of 1990 


P 


Partnerships 

Canadian limited partner liable for tax on dis- 
tributive share of partnership income (US 
TCM) 221 

Classification of foreign entity as 432 

Deductibility of interest payments to related 
foreign persons 283 

Diversified partnerships under Foreign Tax Eq- 
uity Act of 1990... 511 

Earnings-stripping provision of OBRA 21, 199 

Foreign direct investment in the U.S. 48 

Foreign partners, treatment as 10-percent 
shareholder 511 

Outbound distribution of partnership interests 
by domestic corporation 145 

Permanent establishments 171, 221 

Receipt of partnership interest in return for ser- 
vices, impact on Canadians 435 

Shadow partnerships 173 

Unger v. Comr. (US TCM) 171 

Venture capital partnerships under Foreign Tax 
Equity Act of 1990 ... 511 


Passive foreign investment companies 

Foreign tax credit limitation 416 

Qualified election fund election 100 

U.S. shareholders not required to file Form 
5471 (Ann.) 223 


Passive income 

Foreign tax credit limitation 385 
—Exceptions 416 

Foreign tax credit limitations 323 
High-taxed income 417 

Passive investment companies 385, 389 
Personal holding company income 324, 415 
—Section 954 ... 408 


Penalties 

Failure to maintain records 233 

Failure to preserve records for open years 505 

IRS Form 5471, incomplete or late filings 242 

Substantial understatement penalty 174 

Valuation misstatements, Revenue Reconcilia- 
tion Act of 1990 ... 536 


Pension plans 
Canada, foreign investments 544 


Permanent establishments 
Partnerships 171, 221 
Transfer under EC Mergers Directive 524 


Preferred stock 


Redemption premium, economic accrual rule 
538 





Previously taxed income distributions 

Controlled foreign corporations, earnings and 
profits accounting 99 

High-tax kick-out rules 306 


Property transfers 
Intangibles, inbound transfers 350 


PTI 
See 
—Previously taxed income distributions 


Q 


Qualified domestic trusts 

Basis in distributed property 115 
Definition 114 

Estate tax 114, 115 

Estate tax marital deduction 113 
Multiple QDTs 115 

OBRA 1989 amendments 113 
Requirements for 112 

TAMRA 1988 amendments 112 
Treaties 115 


R 


Real estate investment trusts 
Earnings-stripping provision of OBRA 200 


Real estate mortgage investment conduits 
Earnings-stripping provision of OBRA 201 


Real property 

See also 

—Foreign Investment in Real Property Tax 
Act of 1980 (FIRPTA) 

Canada, taxation of rents earned by nonresi- 
dents 488 

Canadian land inventory sales 399 

Foreign investors in U.S. real estate, impact of 
1989 RRA and Foreign Tax Equity Act 279 

Promoters, receipt of partnership interest in re- 
turn for services, impact on Canadians 435 

Tax-free corporate transfers, Canada 399 


Recordkeeping requirements 

IRS Form 5471 ... 247 

Open years 505 

Revenue Reconciliation Act of 1990 ... 535 


Redemptions of corporate stock 
Foreign Tax Equity Act of 1990, ABA com- 
ments 509 


Registration-required obligations 
Treasury Decision 8300 ... 342 


Regulated investment companies 
Earnings-stripping provision of OBRA 200 


Related party transactions 

In general 175 

Deductibility of payments to related foreign 
persons 

—Debt-equity concerns 280 

—Notice 123 

Factoring rules, §864(d) 327 

Intangible property transfers 351 

Interest payments, OBRA 1989 earnings-strip- 
ping provision 19, 187 

Payments to Canadian related person, applica- 
tion of matching rules 175 


Rents 

Canadian real estate, taxation of rents earned 
by nonresidents 488 

Personal holding company income 329 
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Reorganizations, corporate 
European Community directive on mergers 522 
Foreign direct investment in the U.S. 63 


Replacement property 
Deferral of gain, Canada 398 
Non-recognition of gain, U.S. 398 


Reporting requirements 

In general 243 

Advanced Determination Rulings on interna- 
tional transfer prices, IRS proposal 482 

Foreign corporations 232 

Foreign-owned companies, §6038A 76, 77 

Foreign Tax Equity Act of 1990, ABA com- 
ments 503, 504 

IRS Form 5471, see Returns 

OBRA 1989 amendments 23 

Revenue Reconciliation Act of 1990 ... 535, 536 

Treaty-based return positions 312 


Research and experimental expenditures 
Allocations, OBRA 1989 amendments 27 


Retirement plans 

See 

—lIndividual retirement arrangements 
—Pension plans 


Returns 

See also 

—Reporting requirements 

Filing requirement for persons taking treaty- 
based positions 121 

IRS Form 5471 ... 243, 249 

—Failure to file 246 

—Penalties for improper or late filings 242 

—Preparation, case study 249 

—USS. PFIC shareholders not required to file 
(Ann.) 223 

Timely filing of returns by foreign persons, pro- 
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